Cover photo: World Bank Cover design/layout and editing: Nita Congress This note was prepared to synthesize a series of knowledge products developed under the self-employment and small-scale entrepreneurship project (P127002). Useful inputs and suggestions were provided throughout the project by Xavier Cirera, Leonardo Iacovone, and Esperanza Lasagabaster. The authors also thank Graham conference participants at the 9th IZA/ World Bank Conference on Employment and Development in Lima, Peru, provided useful inputs. For more information, contact Yoonyoung Cho (ycho1@worldbank.org), Task Team Leader of this activity. Supporting self-employment and small-scale entrepreneurship ∎ Given the market failures faced by subsistence entrepreneurs interventions that complement safety net programs could be considered to increase earnings and improve the livelihoods of subsistence entrepreneurs. ∎ Going forward, it is critical to adopt a more systematic approach to designing, implementing, and evaluating new programs. Special attention should be paid to eligibility, targeting, and profiling mechanisms; selection of businesses to be supported; adaptation of core interventions (training, access to finance, advisory and mentoring services, and networking) to beneficiary needs; whether and how programs are integrated into subsectors and/or value chains; and delivery mechanisms for different services. Supporting self-employment and small-scale entrepreneurship 2
∎ Transformational: Refers to high-growth, innovative, and expansive entrepreneurs who are likely to have entrepreneurial traits ∎ Vocational: Refers to those who choose entrepreneurial activities and business as a vocation, but who likely lack the desire or ability to grow a business ∎ Subsistence: Refers to those who are self-employed out of necessity and who often lack skills and entrepreneurial traits Box 1. Terminology used W orldwide, around 55 percent of workers are self-employed, and about three-quarters of these are likely to be subsistence entrepreneurs. These self-employed workers include farmers and own-account workers, many of whom work in small household enterprises without pay. A large proportion of these workers live in poor or vulnerable households. In Sub-Saharan Africa, for instance, close to 80 percent of the self-employed are poor. 1 While numerous countries have adopted programs that aim to promote self-employment and small-scale entrepreneurship (SSE), the design of such programs seems ill suited to respond to the needs of those who engage in entrepreneurial activities not by choice, but by necessity.
This note discusses the potential public policy role of programs aimed at improving the livelihoods of subsistence entrepreneurs (box 1). It begins by looking at the characteristics of self-employed workers, the different types of entrepreneurs, and the constraints they face.
It then analyzes the potential role of public policy in improving the earning opportunities of subsistence entrepreneurs, the types of programs that could be used, and general issues to be considered when designing and implementing pilot interventions. The note has four main messages: ∎ In the context of a global strategy to increase the incomes of the poorest workers, it is important to identify interventions to support subsistence entrepreneurs. The constraints they face and the type of support they need differ from those of vocational or transformational entrepreneurs.
∎ The evidence of what works is limited. A few programs have been successful, but they tend to be small, and there is limited knowledge available about design and implementation in different contexts and with different types of beneficiaries. Individual characteristics such as education, age, and gender are important determinants of employment status including self-employment. On average, own-account workers and agricultural workers have low educational outcomes, while employers and wage workers tend to be better educated. Self-employment also tends to follow a strong life-cycle pattern and to become more common with age (figure 2). However, there is large heterogeneity across countries.
For instance, self-employment is quite common, even among youth, in countries in Sub-Saharan Africa, particularly in agriculture. Gender effects also tend to be country specific. In Sub-Saharan Africa and South Asia, women are more likely to be self-employed than men.
More women than men work in wage employment in Europe and Central Asia and in Latin America and the Caribbean.
Close to 70 percent of the self-employed worldwide live in poor households; these are subsistence entrepreneurs or severely constrained vocational entrepreneurs. Given that households often have more than one self-employed individual, the high prevalence of poverty attests to the low level of productivity and earnings of these businesses and activities, particularly figure 4 ). Mobility is generally greater for men than women. Transition rates are higher among the non-agriculture self-employed. Nonetheless, mobility is considerably lower when only focusing on movements between jobs, excluding transitions in and out of the labor market and unemployment. Mobility of own-account workers, in particular, is in large part explained by their exiting the labor market or becoming unemployed as opposed to transitioning into other employment opportunities. This may suggest the precariousness of own-account activities.
Own-account workers are a heterogeneous group.
Profiling analysis suggests that among less successful entrepreneurs (own-account workers), there are some that have the characteristics of the more successful (employers). 2 For instance, a non-negligible proportion of own-account workers have seemingly similar characteristics to employers (table 1) . Similarly, employers Supporting self-employment and small-scale entrepreneurship 4 have many observable attributes in common with own-account workers. In general, the literature suggests that different types of entrepreneurs-for example, transformational, vocational, and subsistence entrepreneurs-coexist. 3 3 For instance, Grimm, Knorringa, and Lay (2012) defined 10 percent of business owners as "top performers," based on their accumulated capital and its profitability. The likelihood of being a top performer increases with characteristics such as age, education, and "entrepreneurial spirit." The researchers then obtained the propensity to be successful and find those who have similar success propensity among unsuccessful ones (so-called "constrained gazelles"). Thus, high performers, constrained gazelles, and entrepreneurs with low potential coexist in the market.
What are the constraints facing the self-employed and small-scale entrepreneurs?
Potential constraints and factors that may affect productivity and earnings can be classified in two groups:
individual and environmental ( 
Skills
The ability of individuals to develop a business activity, solve problems, make financial decisions, manage risks, or find clients depends on their skills. Basic numeracy and literacy skills seem to be a precondition to setting up and operating a business, but these skills are often lacking due to low levels of education, particularly among subsistence entrepreneurs. Low levels of cognitive skills affect the capacity of individuals to interpret and process information about events that can affect their business and require strategic actions. Low cognitive skills also limit the capacity to choose viable economic activities in the first place and to learn from failure or success (Heckman, Stixrud, and Urzua 2006) . In Ghana, for instance, about 80 percent of workers with lower secondary education self-report that they are 4 See Pierre et al. (2014) and Valerio et al. (2014) for the summary methodology and findings from the STEP skills measurement surveys. include increasing incomes and consumption levels above what could be achieved through safety nets (C in figure 5 ), and reducing safety net expenditures and their associated opportunity cost (B in figure 5 ). In addition, there can be positive externalities resulting from potentially higher investments in human capital.
Individual constraints
One set of programs would aim to improve the earnings generated by current activities, without attempt- 
What programs exist to promote self-employment and small-scale entrepreneurship?
This section presents an overview of an inventory of 106 SSE programs, including both organizational approaches and specific entrepreneurship projects that aim to improve the earnings opportunities for self-employed workers, (see figure 6 for regional arrangements. Unfortunately many existing programs are unlikely to be suited to the needs of subsistence entrepreneurs. 6 The review was based on an entrepreneurship inventory that documents characteristics of SSE programs, and supplementary interviews with practitioners and experts. An emphasis was placed on programs that target the self-employed and businesses with 10 employees or fewer. Some programs discussed here are organizational approaches such as curricula or tools for entrepreneurial training that are adaptable to various projects (e.g., the International Labour Organization's Know About Business initiative). Others are projects with heterogeneous implementation details. The inventory was drawn from three sources: (1) the Entrepreneurship Education and Training (EET) database created by the World Bank Team (see Valerio, Parton, and Robb 2014a and 2014b for more information on the database), (2) the Youth Employment Network (YEN) database; and (3) relevant World Bank projects with "entrepreneurship" and "self-employment" as keywords in the main stated objectives. In selecting programs for the inventory, the focus was on programs that directly address constraints of individual beneficiaries with respect to business activities as opposed to indirect approaches-such as the construction of business infrastructure, capacity building of financial institutions, or the facilitation of financial inclusion without the promotion of business activities.
Targeting, eligibility, and selection
Definition, identification, and selection of beneficiaries are often the greatest challenge in program design. If proven effective, such tests will allow commercial banks to assess the credit worthiness of lower-income individuals who lack collateral and credit.
Technical components
Program services were classified into four technical components: training, access to finance, advisory and mentoring services, and networking. The majority of programs provide combinations of these services: the Training is by far the most commonly offered service (figure 9). Conversely, direct provision of access to finance is the least prevalent service offered, with only 30 percent of the projects reviewed providing it.
Instead, many programs (67 percent of organizational approaches and 60 percent of projects) report that they link beneficiaries to outside financial services.
Projects that involve the private sector for service delivery are more likely to provide access to financial services than purely publicly implemented projects: 28 percent of public projects, 32 percent of private projects, and 46 percent of combined public-private projects provided direct access to finance. The low utilization of access to finance in the programs reviewed may reflect the fact that the main objective of financing projects such as microcredit programs is often consumption smoothing without promoting entrepreneurial activities. Over half of the programs reviewed provided the two remaining services-advisory services and mentoring and networking.
Training
Training is a key method for building entrepreneur- 
Financial services
As mentioned above, only 30 percent of the projects reviewed have a component that directly provides access to finance, while 60 percent link beneficiaries to outside financial services. Figure 10b shows the specific types of direct financial products programs provide.
Cash grants, scholarships, and prizes are the most common form of financial support, followed by microfinance. Sixty-three percent of the programs providing access to finance in Sub-Saharan Africa, 100 percent of those in Latin America and the Caribbean, 67 percent of those in South Asia, and 86 percent of those in the other regions provide grants, scholarships, and prizes.
Meanwhile, savings and loans group, as well as microfinance tend to be concentrated in Asia. b. Financial service products a. Training topics more than any individual could. Specifically, the project encourages the formation of savings groups that seek to overcome banks' reluctance to work with small entrepreneurial activities by combining assets; members submit a joint financing request and repayment plan to banks. Through these linkages, more rural businesses are able to access finance. Not surprisingly, a higher percentage of programs targeting potential entrepreneurs provide networking services (62 percent) than those targeting existing entrepreneurs (48 percent).
Institutional arrangements
Implementation arrangements vary across the pro- Related to the weak monitoring and evaluation system, many programs tend to focus on output indicators (e.g., number of beneficiaries trained, number of toolkits dispersed) rather than outcome indicators. Several do track outcome indicators (figure 12), including: labor market activities (e.g., employment), income (e.g., profits/ earnings), business knowledge and practice (e.g., bookkeeping), business performance (e.g., sales), financial behavior (e.g., loan take-up), attitudes (e.g., confidence), and others (e.g., indicators capturing the result of regulation reform or public infrastructure investments).
Not surprisingly, the most frequently tracked outcomes of interest include business performance such as sales, number of paid employees, or inventory amounts.
What do we know about impacts?
There is limited evidence regarding the impacts of entrepreneurship programs, and the results are mixed.
Of the programs reviewed that have been evaluated, only around 30 percent have had positive results, but the size of these impacts is usually small. What seems clear is that stand-alone interventions-especially access to credit on its own-are less likely to make a difference. This finding suggests that targeted beneficiaries face multiple constraints, and effective programs may need to integrate several services. family responsibilities). These considerations may help explain the project's success: it led to a 47 percent increase in employment and an 80 percent increase in average weekly income among project beneficiaries.
The chief conclusion emerging is that there is still limited knowledge about the specific design and implementation features that make a program successful for a given population group and in a given context. Additionally, the fact that many of the programs evaluated are small pilots raises questions about external validity and the potential for scaling up-a particular concern for programs that support businesses that operate in small local markets. It is also important to note that the evaluations provide little information about program sustainability. Even where there are positive effects on employment and earnings, these might be short-lived given the high mortality and turnover rates of entrepreneurial activities.
A few questions related to targeting, design, and implementation remain to be further researched:
∎ Targeting versus design. Do programs fail because they have targeted the wrong beneficiaries-i.e., the self-employed who have little growth potential?
Or do programs fail to adapt the design to respond to the needs of the type of beneficiaries targeted? Even after identifying and targeting the potential beneficiaries, designing programs to fully benefit the vulnerable groups is challenging. One issue involves the low take-up rate, which has become an ubiquitous observation among the poor across many different sectors in developing countries. Examples of low take-up include underutilization of insecticide-treated bed nets (Ashraf, Fink, and Weil 2010) , improved cookstoves (Hanna, Duflo, and Greenstone 2012) , insurance or savings (Mobarak and Rosenzweig 2012) , and fertilizers (Duflo, Kremer, and Robinson 2011) . Low take-up may indicate that the returns are highly heterogeneous across different beneficiary groups and that programs are not suitable for a subset of the population, particularly for vulnerable groups faced with complex constraints.
Profiling and understanding the skills, capabilities, and constraints facing potential beneficiaries is, therefore, critical to the design of programs that are able to serve the vulnerable. The profiling method will depend on the context, but it is likely that survey instruments and objective indicators are cheaper and more reliable than the more subjective assessments of program managers, counselors, or expert groups. (Some frequently used instruments to profile individuals and assess constraints can be found in the appendix.)
Identifying and selecting business activities
There are two approaches to identifying business activities. A participant-driven model, which is similar to that used in traditional entrepreneurship programs, is one in which individuals select their business and join the program. The other model is project identified. In this model, the project identifies, ex ante, profitable business activities in a region or sector through some type of assessment and guides participant start-up activities to the selected industry or business type. Both methods have pros and cons and are likely to be more relevant to some groups than others.
Participant driven
In this approach, participants self-select into a program usually by applying for support, submitting a business plan or idea for review, or participating in offered services ( figure 14) . Among those who already have an idea about a business or who operate actual businesses, (table 3) .
Identification of business/ individual needs
This is a standard approach that entrepreneurship programs typically take for business development.
The strength of this approach is that it empowers beneficiaries by helping them come up with their own business ideas. The self-employed will choose ideas that match their skills and interests. In addition, they may have insight into local preferences and tastes, as well as cultural considerations. At the same time, however, it is also possible that beneficiaries end up participating in activities already saturated or economically nonviable if they lack a good understanding of market demands. The approach requires motivation and self-perception as an entrepreneur, notwithstanding the fact that many self-employed might not see themselves as business people. And, even if sufficient applications are collected and business proposals are used as a screening method, if the quality of business ideas is low, the program is likely to fail.
For this model to reach out to more vulnerable and subsistence entrepreneurs, the following considerations in identifying viable business opportunities for support should be taken into account:
∎ Entrepreneurship awareness and sensitization should be a priority so that applicants see themselves as potential business people.
∎ Outreach activities need to be considered, as subsistence workers with limited social networks are the hardest group to reach.
∎ Applications should be simple, given the target group's lack of education and skills.
∎ Potential beneficiaries would need support in preparing these applications in selecting types of activity and requested services.
∎ There should be a mechanism to judge whether businesses/activities are economically viable; this is crucial in avoiding market saturation.
Project identified
In this case, the project identifies, ex ante, business opportunities through market and subsector mapping and demand surveys ( figure 15 ). The opportunities include both current activities that can be transformed to increase productivity and earnings, as well as new activities that could be introduced. In some cases, business opportunities can be flagged by the private sector. In others, an assessment would need to be conducted; this is usually part of a study of subsectors or value chains, and takes into account the availability of natural resources, infrastructure, regulatory environment, and human capital. The accuracy of such assessments has been debated, which should be taken into consideration.
In this model, participants are expected to develop their businesses within the context of the parameters selected by the project.
Given participants' lack of entrepreneurial traits and ability to develop business ideas, this approach likely has advantages in serving the needs of the less capable entrepreneurs. In addition, this approach, despite its complexity compared to the participant-driven one, holds promise for potential impacts on a large scale.
The project-identified approach includes value chain integration and microfranchising (see table 4 for examples, and box 2 for processes to develop a project of value chain integration). 
Specifications for very vulnerable/ self-employed Examples

Value chain approach
Refers to all activities and services that bring a product (or service) from conception to end use in a particular industry. The focus is on the system, on end markets, and on relationships. Usually, this approach upgrades business, services, and communication at every level, using mostly existing players. An opportunity exists to integrate the self-employed that have been catering to the local market.
∎ Access to markets and networks Table 4 
. Examples of project-identified models
Value chains-also referred to as subsectors, clusters, or supply chains-are relevant for SSE programs for two reasons.
First, many producers, particularly in farm and nonfarm activities, are connected in one way or another to these chains.
In these cases, horizontal (between channels) or vertical movements within the chain can lead to gains in productivity and earnings. Second, for certain producers of tradable goods and services who are only operating in local markets, connecting to one of these subsectors can be an opportunity to expand sales and earnings. In fact, identifying the right value chains could be a precondition to make SSE programs viable and avoid saturating local markets and bringing down prices and earnings.
Two important processes need to be considered when integrating SSE programs into value chains: (1) mapping the relevant subsectors, and (2) identifying the types of interventions needed to increase earnings (usually by reducing costs, improving quality, and/or increasing productivity).
Mapping the relevant subsectors
There are several methods and instruments to map markets. These methods are often based on interviews with key informants to identify the main actors, their interactions, and their consumption and supply of different products. Since these specialized assessments are usually conducted by management consultants, trade associations, business development service agencies, government development agencies, and NGOs, program and project managers would need to mobilize the necessary expertise. It is important to note, however, that while in many assessments the entry point is a given product, in SSE programs the value chains would need to be selected/designed to be accessible to the target population of beneficiaries. In all cases, many producers of the same goods and services would need to be brought together-primarily because it is often through aggregation that the correct scale of the business can be achieved to compete within a given value chain. Also, aggregation through associations, cooperatives, and firms reduces contact costs, because the program does not have to coordinate with businesses individually.
Identifying interventions to create jobs and/or increase earnings
Once the business areas to be aggregated and the relevant value chains have been identified, various alternative interventions are possible. These will usually focus on one or more of the following: connecting beneficiaries to the value chains; improving production technologies to improve quality, reduce costs, and/or increase productivity; facilitating vertical or horizontal movements within the value chain; or collectively addressing bottlenecks and regulatory failures.
The challenge is to get skills up to the quality standards required by the value chain and to identify viable business for the group. Traditionally, the value chain approach has mostly sought to address the constraints of those already in the value chain, or at its margins. To this end, it is important to identify a value chain that does not only have a high potential for increased productivity, but already includes targeted groups. When trying to integrate new actors (the self-employed) into a value chain, a comprehensive approach that includes entrepreneurship sensitization and business and technical skills development is needed. 
Box 2. Value chains: connecting to or moving within subsectors
Defining core interventions
As discussed, four types of services characterize SSE programs: training of various types, access to capital and other financial services, advisory services, and networking. Given a potentially highly heterogeneous group of beneficiaries and evidence of the effectiveness of comprehensive programs, it is unlikely that successful SSE programs could focus on only one of these services. The findings indicate that the correct strategy is to offer an integrated package of services tailored to beneficiary needs. A good profiling system for beneficiaries is therefore a precondition to structure the package of services and avoid offering "off-the-shelf" benefits. 
Training
Financial services
The goal in providing financial services is to ensure that beneficiaries are able to fund working capital and equipment, and have access to the relevant types of insurance to protect incomes and equipment, and cope with work-related accidents. In general, provision of these services is beyond the scope of SSE programs.
Instead, such programs would need to facilitate access to financial institutions that offer these services (e.g., microfinance institutions). Rather than simply linking individuals with institutions, programs should consider incorporating arrangements to ensure that the necessary services are actually obtained. These arrangements could include assistance with applications, loan guarantees, and creditworthiness assessment, 9 which will likely entail working with both individuals and financial institutions (figure 17).
When it comes to funding working capital and equipment, an alternative to credit is to provide grants in cash and/or in kind. Grants would increase the cost of the program, but might be easier to administer while giving cash-strapped beneficiaries more financial flexibility.
Another alternative is crowdfunding, which was used in a very small number of the reviewed programs; loan guarantees might also facilitate access. These innovations should be developed further and rigorously tested.
Advisory services and networking
Unlike training programs which are offered at a given 
Direct provision (grants or credits)
Referral only
Hands-on assistance for borrowers (e.g., with applications, loan guarantees) TA to lending institutions (e.g., innovations in creditworthiness assessment tools and financial product structures)
In-kind Cash different stages of production. Vertical linkages may include buying, selling, or contracting arrangements throughout the chain. For example, a farmer gaining access to a wholesaler will strengthen vertical linkages, as will a shoemaker who is connecting to a leather supplier. Vertical linkages do not include supporting service providers such as banks or insurance companies, as these do not directly add value to a product itself.
While horizontal linkages are often facilitated through SSE programs, few programs include vertical linkages.
The value chain inclusion model discussed above has great potential in creating vertical linkages.
Choosing delivery options
The type of institutional arrangements needed to execute the various business processes described above-profiling and assessing the constraints facing 
Concluding remarks
Self-employment is the most common type of employment worldwide-and for many, the only alternative. A majority of the self-employed-farmers and own-account workers-are engaged in very low-productivity Programs that support the self-employed and smallscale entrepreneurs in improving their livelihoods can be an important complementary intervention.
Unfortunately, limited evidence exists regarding the impact and effectiveness of these programs, as well as the best way to design and implement them. Most of the programs that have been evaluated are small pilots, and the results are mixed. There are also questions about the external validity of these results and whether effects would persist if programs were scaled up.
Governments need to continue experimenting with SSE programs targeted to subsistence entrepreneurs.
A more systematic and rigorous approach to their design, implementation, and evaluation should be Programs should be adapted to address the constraints identified. The following should be taken into account in determining how to prioritize constraints for further assessment:
∎ Those within the scope of the program (e.g., infrastructure may be the greatest constraint, but a short-term intervention for individual entrepreneurs is unlikely to address it) ∎ Modules include (1) financial needs and/or demands;
(2) financial perceptions, attitudes, and behaviors;
(3) obstacles faced and factors that have an influence on financial situation; (4) current levels of access to, and utilization of, financial services and products (formal and/or informal); (5) landscape of access (i.e., types of products used in terms of transactions, savings, credit, insurance, and remittances); (6) barriers to utilization of, and access to, financial products and services 
